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SUBJECT: POOR RESULTS FROM THE RECOPE REFINERY 
REF: SAN JOSE 3992 

1. SUMMARY. ANALYSIS OF INFORMATION FROM A RECENT 
OFFICIAL REPORT ON THE COST STRUCTURE OF THE RECOPE 
REFINERY. TOGETHER WITH INFORMATION FROM OTHER 
SOURCES PERTAINING TO INTERNATIONAL PRICE AND COST 
LEVELS, SHOWS THAT THE STATE-OWNED ENTERPRISE IS 
PAYING AT LEAST $2 DOLLARS PER BARREL MORE THAN IT 
SHOULD FOR ITS RECONSTITUTED CRUDE OIL, THAT IT IS 
PAYING EXCESSIVE TRANSPORTATION COSTS TO GET THE 
OIL FROM VENEZUELA TO 
COSTA RICA, AND THAT ITS 
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COSTS ARE SO HIGH THAT THE PETROLEUM PRODUCTS IT 
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PRODUCES ARE MORE COSTLY THAN THOSE IT MUST IMPORT 
AS PRODUCTS (GASOLINE AND DIESEL OIL) TO SUPPLEMENT 
ITS OWN PRODUCTION. NEVERTHELESS. RECOPE MAKES A 
SUBSTANTIAL PROFIT ON BOTH THE PRODUCTS THAT IT 
PRODUCES AND THOSE IT IMPORTS, BECAUSE OF THE VERY 
HIGH PRICES THE COSTA RICAN GOVERNMENT PERMITS IT 
TO CHARGE. BECAUSE OF THE CONNECTION OF BOTH THE 
RECOPE MANAGER AND THE SHIPPING COMPANY THAT TRANS- 
PORTS OIL FOR RECOPE WITH THE SAOPIM SCANDAL, THERE 
IS A LIKELIHOOD THAT OVERPAYMENTS FOR CRUDE OIL AND 
OIL TRANSPORT MAY REPRESENT NOT MERELY MISTAKES IN 
JUDGMENT BUT ALSO ILL-CONCEALED PROVISION FOR KICK- 
BACKS. END SUMMARY. 

2. THE EMBASSY HAS SECURED, THROUGH AN OIL COMPANY 
SOURCE, A COPY OF A REPORT, PREPARED BY THE CONTROL- 
LER GENERAL OF COSTA RICA, ON THE OPERATION OF THE 
RECOPE PETROLEUM REFINERY, WHICH HAS BEEN OPERATED 
BY THE STATE SINCE IT WAS ACQUIRED FROM THE ALLIED 
CHEMICAL COMPANY IN NOVEMBER OF LAST YEAR. THE 
REPORT, WHICH THE EMBASSY IS POUCHING TO THE DEPART- 
MENT, FOCUSES ON RECOPE S FIRST SIX MONTHS OF OPERATION 
UNDER STATE CONTROL THROUGH APRIL 1, 1974 AND 
CONTAINS PROJECTIONS FOR THE SUBSEQUENT 12 MONTHS. 

3. THE FOLLOWING ARE THE MAIN FACTS AND CONSLUSIONS 
THAT EMERGE FROM AN ANALYSIS OF THE CONTROLLER 
GENERAL'S REPORT USING ALSO INFORMATION AVAILABLE 
FROM OTHER SOURCES FOR COMPARATIVE PURPOSES: 

(1) RECOPE WAS PAYING (AS OF APRIL 30, 1974) 

$12.06 PER BARREL F.O.B. FOR THE RECON 
STITUTED CRUDE OIL THAT IT BUYS FROM THE 
SHELL OIL COMPANY OF VENEZUELA. (ALTHOUGH 
THE REPORT DOES NOT MAKE ANY COMPARISON TO 
PRICES PAID BY OTHER COUNTRIES FOR 
VENEZUELAN OIL, THIS PRICE WOULD REPRESENT 
AN OVERPAYMENT OF MORE THAN $2 PER BARREL 
BASED ON THE AVERAGE TAX PAID COST OF 
VENEZUELAN PETROLEUM AND PRODUCTS.) 
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(2) RECOPE PAYS FREIGHT CHARGES OF $3.60 PER 
TON, EQUIVALENT TO 51 CENTS PER BARREL, 

ON THE BASIS OF WORLD SCAEL 300, TO HAVE 
ITS OIL TRANSPORTED HERE FROM VENEZUELA. 
RECOPE IS LOCKED INTO THIS RATE BY A 30- 
MONTH CONTRACT, WHICH BEGAN NOVEMBER 9, 
1973. (ALTHOUGH FREIGHT RATES ARE CON 
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STANTLY CHANGING, A MORE NORMAL FREIGHT 
RATE WOULD BE ABOUT 30 CENTS PER BARREL. 

GIVEN THE INVOLVEMENT IN THE SAOPIM 
SCANDAL OF RECOPE MANAGER GASTON KOGAN 
AND OF THE SHIPPING COMPANY WITH WHICH 
RECOPE SIGNED THIS CONTRACT (BUQUES 
CENTROAMERICANOS, S.A.), THE EXCESSIVE 
FREIGHT PAYMENT COULD INDICATE THE LIKELI- 
HOOD OF A KICKBACK TO THE RECOPE 
MANAGER, OR TO BOTH. 

(3) RECOPE'S REFINING COSTS WERE SO HIGH 
DURING THE FIRST SIX MONTHS OF OPERATION BY THE 
GOVERNMENT THAT IT COULD HAVE MADE MORE 
MONEY, OR SOLD PRODUCTS FOR LSS, BY SHUT- 
TING DOWN ITS OPERATIONS COMPLETELY AND IM- 
PORTING ALL OF COSTA RICA REQUIREMENTS IN 

THE FORM OF ALREADY REFINED PRODUCTS. FOR 
EXAMPLE, IT COSTS RECOPE 4.97 COLONES PER 
GALLON TO PRODUCE GASOLINE IN ITS REFINERY 
WHEREAS IT PAID ONLY 3.35 COLONES PER GAL- 
LON (APRIL 4, 1974) TO IMPORT GASOLINE 
NEEDED TO SUPPLEMENT THE REFINERY'S OUTPUT. 

(4) DESPITE THE HIGH PRICE IT PAID FOR CRUDE 
OIL, RECOPE IS EXPECTED TO MAKE A PROFIT 
OF 120 MILLION COLONES DURING THE YEAR BE- 
GINNING APRIL 1. 1974 (ASSUMING NO CHANGE 
IN COSTS). SUC IS THE CASE BECAUSE OF THE 
VERY HIGH RETAIL PRICES MAINTAINED FOR 
PETROLEUM PRODUCTS IN COSTA RICA (GASOLINE 
IS 98 CENTS PER GALLON). 
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(5) THE TOTAL FOREIGN EXCHANGE COST OR COSTA 
RICA'S OIL IMPORTS WILL AMOUNT TO ABOUT 

$51 MILLION THIS YEAR, PLUS ANY INCREASE 
IN OIL COSTS THAT MIGHT BE PSSED ON TO 
COSTA RICA AS A RESULT OF VENEZUELA'S 
LATEST INCREASE IN OIL TAXES. 

4. THE MINISTER OF ECONOMY, INDUSTRY. AND COMMERCE 
HAS TOLD THE EMBASSY I CONFIDENCE THAT RECOPE WILL 
RE REORGANIZED. PRESUMABLY THE REORGANIZATION PRO- 
CESS WILL INVOLVE REMOVAL OF GASTON KOGAN AS HEAD 
OF RECOPE, IF HE IS NOT REMOVED SOONER AS A DIECT 
PART OF THE PROCESS OF CLEANING UP THE SAOPIM 
SCANDAL. 

LANE 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


CONFIDENTIAL 


NNN 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: PETROLEUM, REFINERIES, PRICES, OPERATING COSTS, FRAUDS 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 21 OCT 1974 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: shawdg 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1974SANJ004019 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Film Number: D740300-0120 
From: SAN JOSE 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1974/newtext/t19741030/aaaaazkn.tel 

Line Count: 169 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ACTION EB 

Original Classification: CONFIDENTIAL 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 4 

Previous Channel Indicators: n/a 
Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: n/a 
Reference: SAN JOSE 3992 
Review Action: RELEASED, APPROVED 
Review Authority: shawdg 
Review Comment: n/a 
Review Content Flags: 

Review Date: 10 SEP 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <10 SEP 2002 by boyleja>; APPROVED <05 MAR 2003 by shawdg> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: POOR RESULTS FROM THE RECOPE REFINERY 
TAGS: ENRG, CS, RECOPE 
To: STATE 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



